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FROM: Ron Kirk, Economics Section, 303-866-3521

SUBJECT: How Colorado Compares In State and Local Taxes

This memorandum provides an update on how Colorado's state and local taxes compare with
that of other states.  These rankings provide a national perspective for evaluating the relative tax
burden of Colorado's citizens and businesses and for comparing the differences in overall tax
structures. 

Summary

Colorado’s combined state and local taxes of $98.01 per $1,000 of personal income were the
fifth lowest in the nation in FY 2005-06.  Colorado’s tax structure has had a long tradition of having
a strong, decentralized local government tax system that has resulted in state taxes that continue to
rank among the lowest in the country while local government taxes rank among the highest.  As an
example, when looking at state taxes, Colorado had the third lowest state tax collections ($48.25
per $1,000 of personal income) for FY 2007-08 in the country.  In comparison, Colorado had the
twelfth highest local government taxes in the nation at $49.51 per $1,000 of income in FY 2005-06.
These rankings have remained fairly stable over the last decade.

Measures Used for Ranking Taxes

The rankings for taxes in this memorandum are based on tax collections per $1,000 of
personal income.  However, for comparison purposes, some of the state and local tax rankings are
also shown using a per capita measure.  Rankings based upon the measure of tax collections per
$1,000 of personal income are used because it provides a better measure of the ability of taxpayers
to pay than per capita tax collections.  



– 2 –

For example, if in city A taxes were twice as much as in city B, but everyone earned twice
as much in city A, the per $1,000 tax measure would be equal in both cities.  The per capita measure
would show taxes as being twice as high in city A.  For most of Colorado's state and local taxes, the
per capita measure results in a higher tax ranking or burden when compared to other states. 

State  rankings  are  for FY 2007-08, while  the  local  and  combined  tax  rankings  are  for
FY 2005-06, as this is the most recent year for which local tax data are available.  (Local and
combined tax ranking data for FY 2006-07 will become available in late July 2009.)  This research
concludes with a set of tables that provides a state-by-state comparison for tax rankings in the United
States using both tax collections per $1,000 of personal income and per capita measures as follows:

• Appendix A — Combined State and Local Tax Rankings (FY 2005-06);
• Appendix B — State Tax Rankings (FY 2007-08); and 
• Appendix C — Local Government Tax Rankings (FY 2005-06).                                   

Combined State and Local Government Tax Burden

Colorado’s combined state and local taxes were the fifth lowest in the nation — $98.01 per
$1,000 of  income,  which  was 15.7 percent  below  the  national  average  of  $116.22, in FY 2005-
06.   Combined state and local property taxes were the 32nd  highest at $29.98 per $1,000 of personal
income.  Despite the fact that Wyoming does not have an income tax, taxpayers in the state have the
highest tax burden in the country due to its relatively high severance, property, and sales taxes.  In
contrast, South Dakota has the lowest tax burden.  

Table 1 shows how combined state and local government taxes in Colorado compare to other
states.  Table 2 displays the same comparisons using the per capita measure.  Table 3 provides a
comparison for combined state and local property taxes and Table 4 provides a comparison for
combined state and local sales taxes.  For combined state and local government taxes, Colorado is
ranked fifth lowest using the per $1,000 measure and 24th lowest when using the per capita measure.
For combined property taxes, Colorado is ranked 32  highest using the per $1,000 measure and 23nd th

highest using the per capita measure.  Appendix A provides a state-by-state comparison for
combined state and local tax rankings using both measures.      

Table 1: How Combined State and Local Government Taxes In Colorado Compare
(per $1,000 income, FY 2005-06)

State Rank Tax

Wyoming 1 $165.92

U.S. Average n/a $116.22

Colorado 46 $98.01

South Dakota 50 $91.03
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Table 2: How Combined State and Local Government Taxes In Colorado Compare
(per capita taxes, FY 2005-06)

State Rank Tax

New York 1 $6,419.76

U.S. Average n/a $4,039.44

Colorado 26 $3,685.19

Alabama 50 $2,812.65

 
Table 3: How Combined Property Taxes In Colorado Compare

State Rank Tax

(per $1,000 income, FY 2005-06)

Colorado 32 $29.98

U.S. Average n/a $34.92

                     (per capita taxes, FY 2005-06)

Colorado 23 $1,127.39

U.S. Average n/a $1,213.63

  
Table 4: How Combined Sales Taxes In Colorado Compare

State Rank Tax

(per $1,000 income, FY 2005-06)

Colorado 23 $27.32

U.S. Average n/a $27.44

                    (per capita taxes, FY 2005-06)

Colorado 17 $1,027.17

U.S. Average n/a $953.64

  

State Tax Burden

Colorado has had a long tradition of having a strong, decentralized local government tax
system that has resulted in state taxes that rank among the lowest in the country, while local
government taxes rank among the highest. 

 Colorado has a low state tax burden.  Colorado had the third lowest state tax collections
($48.25) per $1,000 of personal income for FY 2007-08 in the country.  In terms of a state-to-state
comparison, the state tax burden was nearly the same (the state ranked 47 ) ten years ago in FYth 

1997-98, although collections were higher at $54.68 per $1,000 of income.  
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Graph 1 shows the ten-year trend for Colorado and U.S. tax collections.  As the state’s
economy grew in the early 1990s and capital gains income increased more than sevenfold, tax
collections  or  tax  burden  rose  gradually  until  it reached a peak in FY 1998-99.  The tax
reductions passed by the General Assembly, the recession, and declining capital gains greatly
reduced this trend over the next four years until it reversed after FY 2002-03.  After FY 2002-03, the
increase in tax collections was likely attributed to larger state income tax collections from capital
gains. 

Graph 1:  History of State and U.S. Tax Collections Per $1,000 of Income

Table 5 shows how selected state taxes in Colorado compare to other states.  For state sales/use
taxes, Colorado ranked 44 , or seventh-lowest.  Colorado ranked 29  highest for individual incometh th

taxes, which is slightly below the median in terms of state income tax burden. 
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Table 5: How Selected State Taxes In Colorado Compare
(per $1,000 income, FY 2007-08)

State Taxes

Colorado National

Rank Tax High Low

Total Taxes 48 $48.25 $308.91 $41.20

Sales/Use 44 $11.59 $52.26 $0.00

Individual Income  29 $25.41 $40.59 $0.00

Corporate Income 41 $2.55 $35.99 $0.00

Motor Fuel 31 $3.19 $7.60 $0.59

Liquor 44 $0.18 $1.43 $0.07

Tobacco 36 $1.11 $3.63 $0.23

Severance 15 $0.76 $254.43 $0.00

Graph 2 shows a historical comparison of select Colorado taxes compared to other states in
terms of tax rankings in FY 1998-99 and in FY 2007-08.  When looking at total state taxes, the tax
burden, or ranking, in FY 1998-99 was nearly the same as in FY 2007-08.  Colorado ranked fourth
lowest (rank 47th) 10 years ago and now ranks third lowest (rank 48th).  The bar chart in Graph 2
shows that over this time-period, the tax burden in terms of rankings increased for individual, motor
fuel, and tobacco taxes while tax burden decreased for total taxes, sales and use, corporate, and
liquor taxes. 

Graph 2:  Colorado State Tax Ranking in FY 1998-99 and FY 2007-08  (per $1,000 income)
Rank of 50 = Lowest Tax Burden
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Local Tax Burden

While state taxes rank as some of the lowest in the U.S., Colorado’s decentralized local
government tax structure has resulted in local government taxes that rank among the highest.

Colorado has a high local government tax burden.  Colorado's local tax burden in FY 2005-
06 ranked twelfth highest in the nation at $49.51 per $1,000 of personal income.  The local tax
burden was nearly the same at $48.09 per $1,000 of income (tenth highest)  in FY 1996-97.   Despite
the fact that the ten-year snapshot for local tax burden is nearly identical, in FY 1999-00, Colorado’s
local tax collections ranked 7  highest in the nation. th

 For FY 2005-06, local taxes accounted for 50.5 percent of combined state and local taxes
in Colorado, the fourth highest ratio in the country.  The U.S. national average ratio was 40.5
percent.  New Hampshire had the highest ratio at 53.9, percent while Vermont’s ratio was the lowest
at 12.6 percent.  In contrast to the local tax ratio, Colorado's state taxes made up 49.5 percent of
combined state and local taxes, the fourth-lowest ratio in the country.  The U.S. national average
ratio for the state component was 59.5 percent.  Table 6 shows the relationship between local and
state taxes in Colorado and selected states.

Table 6: Relationship Between State and Local Taxes by State (FY 2005-06)

Local Taxes as Percent
of Total Taxes Rankings

State Taxes as Percent
of Total Taxes Rankings

United States 40.5% 59.5%

Arizona 40.4% 18 59.6% 33

California
32.0% 36 68.0% 15

Colorado 50.5% 4 49.5% 47

Idaho 30.2% 40 69.8% 11

Kansas 40.0% 20 60.0% 31

Montana 29.6% 41 70.4% 10

Nebraska 42.4% 14 57.6% 37

Nevada 37.0% 28 63.0% 23

New Mexico 26.7% 43 73.3% 8

New Hampshire 53.9% 1 46.1% 50

Utah 34.1% 32 65.9% 19

Vermont 12.6% 50 87.4% 1

Wyoming 32.3% 34 67.7% 17
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Major revenue sources for local governments.  Property and sales taxes are the major
sources of tax revenue for local governments.  While local governments in every state collected
property taxes, local governments in 15 states did not collect sales taxes.  The high level of fiscal
decentralization in Colorado particularly manifests itself in high local sales taxes.  This tax burden
was the second highest in the country, while local property tax was the 29  highest.  Table 7 displaysth

the state’s rankings and comparisons for these taxes. 
 

Table 7: How Selected Local Government Taxes In Colorado Compare
(per $1,000 income, FY 2005-06)

Local Government Taxes

Colorado National

Rank Tax High Low

Total Taxes 12 $49.51 $83.86 $17.02

Sales    2 $15.34 $28.32 $0.00

Property 29 $29.98 $54.43 $9.96
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Appendix A (Continued)



– 12 –

Appendix B
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Appendix B (Continued)
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Appendix B (Continued)
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Appendix B (Continued)
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Appendix B (Continued)
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